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among the violators and/or effects of such behavioral changes on rates of injury. Failure to find an effect may be due to various causes, including lack of law enforcement, small expected penalties, and/or errors in risk perceptions on the part of prospective violators or injurers. Only rarely are these various components directly observed. More typically, analysts employ a reduced-form approach in which injury rates or behaviors are a function of statutory and regulatory changes.
In this study, we are able to distinguish between enactment of the law, levels of enforcement as indicated by public agency inputs, actual enforcement levels, the prospective injurer's perception of being sued or cited for a violation, and behavioral changes in levels of precautions taken in response to these perceived threats. The context is a national survey of nearly 800 owners and managers of bars conducted in 1996, which elicited information on establishment characteristics, bar policies, and perceived threats of suits and criminal or administrative citations. Bars are subject to a variety of laws and regulations, ranging from administrative law to criminal and tort law.
Such establishments provide an excellent laboratory for the study of the effects of laws on perceptions and behavior for these reasons. First, the probability of harm and the level of injury conditional on harm occurring are nontrivial, implying that optimal precaution levels should also be nontrivial. Second, in contrast to other less regulated spheres of activity, the probability of being caught for failing to take care is relatively high. Bar personnel often deal with unruly patrons, and they are subject to much scrutiny by regulatory and law enforcement agencies. For example, in the survey described below, 44 percent of bar owners and managers reported having had a fight on their premises within the last year. In addition, 89 percent said that police frequently patrolled around their establishments. Third, bar management is faced with a striking choice between earning additional revenue from sales of alcoholic beverages and promoting public safety.
Heavy consumption of alcohol imposes a substantial external cost on others. For this reason, and possibly in an effort to improve public morality, governments have imposed various regulations on drinkers and sellers of alcoholic beverages.2 Such regulation has varied from outright sales bans to entry regulation, public monopoly of sales, criminal liability imposed on both drinkers and sellers, and tort liability on both drivers3 and commercial 475 RISK PERCEPTIONS servers of alcohol.4 The latter type of liability is commonly called dramshop liability, which is liability imposed on a bar for serving a minor or an obviously intoxicated adult who later causes injury to him-or herself or another party as a result of the consumption of alcohol at the bar.5
The rationale for the imposition of liability on commercial sellers, that is, naming them as defendants in cases involving motor vehicle injuries, is that they are relatively efficient monitors of their customers' drinking behaviors.6 Many drunk drivers secure their alcohol from bars.7 In trying to respond to constituents who want a public response to curb drinking and driving, policy makers seem to give greater weight to presumed efficiency in monitoring by sellers than to the possible inequity of assigning blame to someone other than the injurer.
This study presents empirical evidence on the effects of tort and criminal liability and administrative regulation by state Alcoholic Beverage Commissions (ABCs) on precaution levels of commercial servers using a national survey of owners and managers of bars conducted in 1996. We address the following issues: (1) Are state laws, regulatory practices, and allocation of public resources for enforcement reflected in perceptions by bar owners/managers that they will be cited or sued if they fail to exercise care? (2) How do these laws relate to the actual experience of bar owners and managers with citations and lawsuits? (3) Do these perceptions, in turn, translate into socially desirable precautionary behaviors? (4) Among the 476 THE JOURNAL OF LAW AND ECONOMICS various types of policies, which ones have the greatest impact on risk perceptions and, in turn, on such behaviors? We find considerable variation among policies in terms of the perceived probability of enforcement and some relationships between laws and public policies and risk perceptions, as well as some impacts of risk perceptions on behavior, particularly for tort.
Section II describes the relationships among our main study variables. In Section III we describe our data, which is followed by a discussion of empirical specification in Section IV. In Section V, we present our empirical findings. Section VI discusses implications of our results and the conclusions.
II. OVERVIEW OF STUDY APPROACH
This study examines three areas related to the perceptions and behaviors of alcohol establishment owners and managers. First, we measure risk perceptions as reported by the bar owners and managers. The risk perceptions are answers to hypothetical questions asked of respondents. Respondents were asked about the probability of being sued or cited if they were to serve an obviously intoxicated adult or a minor. The questions were posed as a hypothetical to distinguish their probability assessment from their actual behavior. A hypothetical should reveal the anticipated behavior of enforcers independent of the actual practices of the bar. Since the anticipated behavior may differ among enforcers and may depend on the type of violation, separate hypotheticals were asked for tort, criminal, and administrative regulations and were asked separately for obviously intoxicated adults and minors. Service to minors may be more easily prevented. Furthermore, there may be greater political pressure on public agencies to prevent service to minors. Second, we examine the relationship between objective measures of law and public policy and (a) actual experiences of the bars with the law, including tort, criminal, and administrative law, and (b) risk perceptions of bar owners and managers. Third, using these perceptions, we analyze the impact of the threat of a lawsuit or citation on the precautionary behaviors of the owners and mangers.
III. DATA
Drinking establishments were surveyed by telephone by Mathematica Policy Research in 1996 for our study. The survey inquired about dramshop liability claims against establishments; liability insurance coverage; discounts offered by insurers; promotions and pricing practices, such as happy hours; the bars' policies to educate patrons about the dangers of drinking and driving; policies to monitor and curb drinking of obviously intoxicated patrons; policies to stop consumption of alcoholic beverages by minors on the premises; alternative transportation arrangements from the establish-ment for intoxicated patrons; hiring and employment practices; responsibilities of employees versus management in dealing with intoxicated persons; server training programs, both their existence and content; local ordinances, such as bans on happy hours and requirements for server training; server perceptions of the extent of local law enforcement; and information about competitors and the market context in which bars operate. We obtained information on ambiance/clientele, product mix, and the establishment's competitors. We also asked about the bars' experience with actual tort suits and citations from 1990 to 1996.
Of the 1,156 establishments that were eligible, 778 (67 percent) of owners/managers of the establishments agreed to participate in this study. In total, establishments from 48 states were surveyed.8 The samples by state reflected underlying variation in bars. The number of bars relative to population varies appreciably by state.
The survey asked owners/managers about the threat of being sued or cited for a number of different infractions: serving minors, serving obviously intoxicated adults, overcrowding, and rowdiness. For each infraction, the respondent was asked about the likelihood of being sued or cited on a 1-5 ranging scale from "not at all likely" (1) to "very likely" (5).
To assess how laws are implemented in practice, in 1996, we also surveyed state ABCs and local police departments located in the jurisdictions served by the bars we surveyed. The results of these surveys were used to connect laws, policies, and resources to threats of being cited by ABCs, state alcohol law enforcement agencies (ALEs), or police or sued, as perceived by the owners/managers of the bars we surveyed. Eight states did not respond to the ABC survey.
IV. EMPIRICAL SPECIFICATION

A. Analysis of Determinants of Risk Perceptions
Dependent Variables
Using ordered logit analysis, we analyze ordered responses described above to the perceived threat questions for being cited by (1) the state ABC, (2) the state ALE, or (3) the local police department and (4) being sued. For purposes of defining strictness, we consider only special damage caps, restrictions on notice, and statutes of limitations that applied specifically to dramshop liability rather than general tort limitations. A particular law is considered to be strict if the state's dramshop law had more than two of these pro-plaintiff provisions. Otherwise, states with dramshop laws are considered to be "not strict." The omitted reference group is states without a dramshop law. The adult and minor versions of a state's dramshop law are evaluated using the same criteria for strictness, only differing on the adult versus minor distinction.
Explanatory Variables
For the analysis of the relationship of threat of being cited by the ABC, the ABC policies analyzed are (1) a count of specific policies the ABC fol- 
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RISK PERCEPTIONS lowed, (2) the number of full-time-equivalent employees of the ABC per 1,000 bars in the state, (3) whether or not the state had public monopoly for off-site establishments, and (4) whether or not alcohol enforcement was located outside the ABC. In each case, the values of the ABC variables are set equal to zero and a binary variable for nonresponding ABC is set equal to one.
The count of specific policies of ABC are (1) whether or not the state's ABC followed up on DUI violations to see if the establishment that sold alcohol to the driver was at fault, (2) whether or not the ABC followed up on accidents caused by an intoxicated driver to see if the establishment that sold alcohol to the driver was at fault, (3) whether or not the ABC followed up on fights in bars, and (4) whether or not the ABC followed up on illegal alcohol consumption or trade practices. We hypothesize that perceived probabilities are higher when ABCs followed up on more of the abovementioned situations, when they had more resources, and when alcohol enforcement was outside the ABC. We expect states with a public monopoly for off-site establishments to be more stringent.12 States with public monopolies are plausibly more likely to have important political opposition to commercial enterprises in the alcoholic beverage business. The binary variable on nonresponding ABCs is included to determine whether or not those eight states were perceived as more or less stringent on average by the firms they regulate.
In the analysis of the perceived threat of being cited by the local police, we study the relationship between two measures of resource allocation, fulltime-equivalent employees in police departments per 1,000 population within the patrolling area (or precinct), and the police budget per 1,000 population and the perceived probability of citation by the local police for various infractions, as reported by owner/manager respondents to our survey of bars.
To assess the effects of ALE policies on the perceived probabilities of being cited by the ALE, we include a binary variable for states with a public monopoly of liquor stores as an explanatory variable. We include variables describing the organizational link between the ALE and other public agencies. The alternatives are enforcement located with local police, with the Department of Revenue, with state police, and with the ABC but receiving help from local police.
In all of the risk perception equations, we also control for the following: incorporation and chain status; age of establishment; fraction of the estab-
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lishment's revenue from food and clientele characteristics; the age, occupation, and mix of regular versus nonregular customers; and those who come alone or in groups. We also include variables for whether the bar indicated that it had a competitor and population density of the county in which the bar was located. As discussed below, this analysis validated the use of the perceived probabilities in the analysis described in the following subsection.
B. Analysis of Determinants of Actual Tort Claim and Police Activity
A second test of the impacts of state laws, regulatory policies, and resources devoted to law enforcement relates these variables to actual experiences the bar had with tort, criminal, and administrative law. We assess the probability that the establishment had one or more civil legal actions during 1990-96 using logit analysis. The tort laws used in the specification did not change during this time period. The question in the survey did not distinguish between having a claim for serving an obviously intoxicated adult, serving a minor, or some other type of dramshop claim-a regrettable omission with the benefit of hindsight. We assume that the adult laws would be most pertinent and therefore included only explanatory variables for adult dramshop laws.
To assess the effects of objective measures of police resources on enforcement, we analyze effects of resource variables and other factors on responses to two questions from our survey of bars: (1) whether or not local police regularly patrolled around the establishment in the evening and (2) whether or not police ever came into the bar and checked patron identifications. Most bar owners and managers (62 percent) said that the police never entered their establishments. When the police entered, it was often as a result of a fight, indicating that police responded to reported problems but did not frequently enter bars looking for violations. We include the same control variables as in the risk perception analysis.
C. Analysis of Effects of Risk Perceptions on Precautionary Behaviors
Dependent Variables
The final step in our analysis is to evaluate the impacts of risk perceptions and other factors on precaution levels of bars. We analyze the following bar policies: (1) employees not allowed to drink on the job, (2) number of services provided by the bar for intoxicated patrons, (3) checks by the bar on references before hiring, (4) the comprehensiveness of the bar's server training program, and (5) provision of written procedures to the bar's employees regarding good serving practices. Three of the dependent variables, not drinking on the job, checking references before hiring, and providing written procedures, are binary variables based on the owners and managers' stated policy (Table 1) . To analyze the implementation of bar policies to prevent drunk driving by intoxicated adults, we compiled a measure of services provided to drunk drivers that vary from zero to five. These five services include getting a drunk person to (1) give up his or her car keys, (2) accept a ride from a friend, (3) accept a ride from an employee, (4) accept a ride in a cab, and (5) sleep it off at a nearby hotel.
Our measure of employee training describes whether or not seven items were discussed in the bar's employee training program, including (1) the possibility of a server being named as a defendant in a dramshop suit; (2) potential employee involvement in depositions, lawsuits, or administrative hearings; (3) potential fines; (4) potential jail terms for employees; (5) potential criminal records for serving minors; (6) types of identification that are acceptable; and (7) how particular identifications can be altered, forged, or illegally obtained. For the 8 percent of bars with no employee training, this variable takes the value of zero.
For minors, we analyze three dependent variables: (1) the bar designated a specific employee to monitor drinking by minors, (2) the bar employed a specific person to monitor patron identifications at the door, and (3) the bar used "pat downs" in situations when the probability of minors bringing in their own alcohol into the bar was high. A "pat down" is a check of patrons' pockets for hidden alcohol.
Explanatory Variables
The key explanatory variables are the perceived threats of suit and citations by police, the ABC, and the ALE. In contrast to the analysis of risk
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perceptions as dependent variables, we treat perceived threats as "probabilities" (continuous variables) here.13 We use the variables for perceived threat of being cited or sued for serving obviously intoxicated adults in the analysis of adults. In the analysis of precautions against alcohol use by minors, we use the corresponding threat variables for minors.
Servers may differ in both their risk perceptions and their behavior for reasons other than the laws to which they are subjected. For example, more risk-averse individuals may be more aware of penalties for unsafe serving practices and undertake greater precautions. To the extent that this is so, the observed correlation between perceptions and behavior may not represent a causal link between the perceptions of the importance on the liability system and behavior but rather some unspecified server characteristic. There are various ways to account for such heterogeneity. Since we have responses to risk questions that are not used in this analysis, we specify a "risk score," which is the sum of all the values to the risk questions not used in the analysis of a particular dependent variable. We always use responses to questions about the likelihood of (a) being sued or cited by the police, the ABC, the ALE, or the fire department for having rowdy patrons (five questions) and (b) being cited by the police, the ABC, the ALE, or the fire department for overcrowding (four questions). These variables are used for the risk score but are not used as explanatory variables for risk perceptions. In the analysis of obviously intoxicated adults, we also use the responses to the questions on minors and, conversely, use the responses on adults in the minors' analysis. A risk-averse server should have a high risk score.
Other explanatory variables are the same as in the analysis with perceived threats and actual bar experience with laws as dependent variables. Religious preference has been shown to have some effect on drinking patterns.T4 Accordingly, in the analysis of precautionary behaviors, we include religious preference variables that reflect fractions of persons in each state in 1991 who were affiliated with these religious groups: Catholic, Baptist, Mormon, other Protestant, and Jewish.15 Percentages of the population affiliated with other religions or no religious preference are the omitted reference group. In some regressions, we add a variable for whether or not the 13 In practice, no one was very likely to be sued or cited for an infraction, but the true underlying probability was plausibly monotonically related to the ordered responses.
14 Frank J. bar's liability insurer gave a premium discount for bars that implemented employee training in good serving practices.
V. RESULTS
A. Description
The frequency distributions of responses for the threat variables used in our analysis are shown in Figure 1 . In general, the perceived threat of being cited or sued for serving minors was greater than the corresponding threat for serving an obviously intoxicated adult. There is appreciable variation in the distributions by threat and type of patron. This variation suggests that servers are able to discern differences in the risk of being cited or sued. To the extent that servers did not discriminate among risks but rather gave the same answers repeatedly, we should not have observed this much variation.16 Many respondents said they would be "very likely" to be cited or The vast majority of establishments undertook some monitoring, although few carried out all of the monitoring components (Table 2) . Eightyone percent of establishments did not allow employees to drink on the job under any circumstances. Another way of looking at this, however, is that 19 percent of bars allowed drinking on the job under some circumstances. On average, respondents provided 3.8 out of five services to intoxicated patrons. The most prevalent service was to try to get an obviously intoxicated patron to accept a ride from a friend. Variable definitions, means, and standard deviations are shown in Table 3 .
B. Determinants of Perceived Probabilities of Suit and Citation
Overall, we find a statistically significant relationship between the probability of being sued as perceived by the bar owners/managers and the actual status of dramshop laws in the states (Table 4 ). In states with strict dramshop laws, respondents perceived a higher probability of being sued for serving an obviously intoxicated adult. The parameter estimate on this threat variable is positive and statistically significant at better than the 1 percent level.
The marginal effects show the magnitude of response to a change in an explanatory variable. Since we use ordered logit analysis, there is a marginal effect for each of the categories. In Table 4 , we show the marginal effect for the highest category, "very likely" that the bar would be sued or cited if it engaged in the practice mentioned in the question. The marginal effect of a dramshop law being strict on the perceived probability of "very likely" being sued for serving an obviously intoxicated adult is 0.073.
Other variables with statistically significant impacts on the perceived probability of being sued for serving an obviously intoxicated adult (not shown in Table 4 those establishments that did not report net worth is positive and statistically significant at better than the 10 percent level.
For the perceived probability of being sued for serving minors, having a strict dramshop law again has a positive effect on the perceived probability. Here, however, the parameter estimate is statistically significant only at the 0.12 level. Having "not strict" dramshop laws also has positive effects on the perceived probability of being sued for serving a minor. Other determinants of this probability related to the establishment as being incorporated (+) and years in business (-). The variable for net worth missing also has a statistically significant impact (+).
The coefficients on the police staffing variable are uniformly positive, suggesting that higher staffing leads to an increased perceived probability of being cited by the police. However, only in the equation for serving intoxicated adults is the coefficient statistically significant at the 10 percent level. For the budget per 1,000 population in the equation for the perceived probability of serving an obviously intoxicated adult, a $100 increase in per capita budget would increase the probability of it being "very likely" that a citation would be issued by 0.014. Clearly, there is a link between resource allocation measures and servers' perceptions of the probability of being cited. In contrast, the paucity of significant results from the clientele and establishment characteristics variables (not shown) indicates that the perception of the likelihood of being cited was not generally affected by bar characteristics.
In the analysis of the perceived probability of being cited by the ABC, two of the policies are statistically significant at the 5 percent level or better in both cases. The count of policies, as anticipated, has a positive effect on the perceived probability of citation by the ABC in both regressions. The binary variable for alcohol enforcement based in an organization other than the ABC has a negative effect in both regressions and is statistically significant at the 1 percent level. The measure of resources, full-time- Other variables affecting perceived probabilities of citation by the ABC are being incorporated (+), blue-collar customers (+), and regular customers (-). Most of the other coefficients are not statistically significant at conventional levels.
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Holding other factors constant, bar owners/managers in states with public monopolies of liquor sales believed that they would be more likely to be cited by the ALE in their localities. Parameter estimates on this variable are statistically significant at the 5 percent level or better. The marginal effects of being in a monopoly state are substantial, 0.16 for serving obviously intoxicated adults and 0.13 for serving minors. When the ALE was run by the local police or by the state Department of Revenue, rather than the ABC, the perceived probability of being cited for serving intoxicated adults is much lower. We obtain no statistically significant differences on ALE organization for the perceived probability of being cited for serving minors.
C. Determinants of Actual Tort Claims and Police Activity
Overall, we find that laws and resource allocation relate to bar owners' and managers' actual experience with the law. Both strict and not-strict tort laws have positive effects on the actual probability of being sued (Table 5) . Both parameter estimates are statistically significant at the 1 percent level. For reasons we cannot explain, the not-strict laws have a greater marginal effect on the probability of having been sued than the strict ones.
Other factors explaining the actual probability of having been sued are years in business (+), fraction of sales from food (-), being incorporated (+), clientele ages 25-40 (-), clientele over age 40 (-), student clientele (+), and blue-collar clientele (+). Net worth does not affect the probability of having been sued. Overall, the results are highly plausible.
Although both parameter estimates are positive, only one of the two resource allocation variables has positive and statistically significant effects on the measures of police activity. Bars located in communities with high police budgets are more likely to report that police came into their establishments to check patron identifications. The probability of this occurring rises by about 0.015 per $100 increase in the budget per 1,000 population for local law enforcement. Police are significantly less likely to check patrons' identifications in bars that have a high fraction of sales from food, older customers, and regular customers. Police are significantly more likely to check patrons' identifications at bars where more customers come by groups, probably because these types of bars cater to a younger clientele. NOTE.-Coeff. = coefficient; SE = standard error; ME = marginal effect. + Significant at the 10% level. * Significant at the 5% level. ** Significant at the 1% level.
RISK PERCEPTIONS D. Effects of Risk Perceptions on Precaution Levels in Bars: Obviously Intoxicated Adults
Several of the risk perception variables have positive and statistically significant effects on precaution levels in bars (Table 6 ). This is particularly true of tort. The risk score has a positive and statistically significant impact only in the regression for services provided to intoxicated patrons. In that regression, adding the risk score reduces the coefficient on tort from a positive and statistically significant value at the 10 percent level to a positive and insignificant value.
In the other four regressions, imposing tort liability increases server precaution levels. Statistical significance is at the 1 percent level in two, at the 5 percent level in one, and at the 10 percent level in the remaining regression. For services provided for intoxicated patrons and content of server training, we use ordered logit analysis. As above, the marginal effects are shown only for the highest category corresponding to the highest level of precaution. For services provided by the bar to intoxicated patrons, a unit increase in the threat of being sued (on the 1-5 scale) produces a 0.01 increase in the probability of providing the entire list of services. For server training, the corresponding marginal effect of tort is 0.05.
To study the remaining precaution variables, we use logistic analysis. The marginal effects imply that a unit increase in the threat of a tort suit increases the probability of employees not drinking on the job by 0.02 on average, of checking references of perspective employees by 0.04, and of providing written procedures regarding serving by 0.05. By contrast, neither police nor ABC threats have any deterrent effects. The threat of citation by the ALE increases the probability of checking references but has no other statistical significant effect. When the liability insurer provides a discount for server training, the bar offers more comprehensive server training and is more likely to provide written procedures to employees regarding server training. In general, bars that could identify a competitor had higher precaution levels. Where Mormons are more numerous, bars take greater precautions.
E. Effects of Risk Perceptions on Precaution Levels in Bars: Minors
In the analysis of minors, the risk perception of a tort suit and of an ALE citation have about the same effect in one of the regressions (Table 7) . Otherwise, risk perceptions do not have a direct link to behavior. As discussed above, perceived threats for serving minors were somewhat higher on average than the perceived threat for serving obviously intoxicated adults. The risk score is positive and statistically significant at the 5 percent level only in the "conduct pat downs" regression. 
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A higher perceived threat of tort liability increases the probability that the bar designated a specific employee to monitor drinking by minors. A unit increase of the perceived threat of being sued increases this probability by 0.03 on average. The perceived threat of citation by the ALE increases the probability of a specific monitor for minors with the associated marginal effects of 0.04.
Clearly, improved safety is not always the motive for these activities. For example, as the fraction of male patrons increases, the probability of pat downs decreases. The parameter estimate for this variable is statistically significant at the 5 percent level, and the associated marginal effect is substantial (-0.15). The marginal effect implies that a 0.1 increase in the fraction of male patrons decreases the probability of pat downs by about 0.015.
F. Relative Productivity of Dramshop Liability versus Public Expenditures on Police
To further assess the relative productivity of tort versus local expenditures on police, we reestimated the two risk perception equations presented in Table 3 (intoxicated adult and minor) for being cited by police, dropping the explanatory variable for full-time-equivalent employees per 1,000 population in the jurisdiction. This left police budget per capita population as the sole policy explanatory variable. The estimated marginal effects for the police budget were virtually identical to those in Table 3 .
We then compared the cost versus effect of raising per capita expenditure on police by $100 versus implementing a strict dramshop law. We assumed a community population of 100,000. Thus, the $100 increase for this hypothetical community translated into an annual increase in expenditures of $10 million.18 In only two of the five commercial server precaution regressions for adults (Table 6) were the coefficients on the police threat variable positive. None of the corresponding coefficients in the analysis of server precaution behavior for minors (Table 7) was positive. Thus, we limited our comparison to the two server behaviors for adults. These were services provided for intoxicated persons and providing written procedures to employees regarding serving. The variable for services is an ordered variable, with the maximum number of services being five. The marginal effect is for increasing the number of services provided by the bar from four to five. Provision of written procedures is a binary variable.
We computed the product of the marginal effect of the change in the po-
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lice budget on the perceived risk of being cited by police and the marginal effect of the change in risk perception on services provided for intoxicated persons and a similar calculation for providing written procedures. The marginal product of implementing a strict dramshop law on providing services for intoxicated adults was 100 times the marginal product of the $10 million increase in spending on police. Thus, a $10 million increase in public spending on police would have the same effect as a $100,000 expenditure on tort. For providing written procedures, the difference was less dramatic. The strict dramshop law was 16 times more productive, implying an equivalent effect of $10 million versus over $625,000 on tort. The next issue is what an investment of $100,000 on tort would purchase. Unfortunately, there are no data on litigation expense of dramshop claims. In 1996 dollars, litigation expense for other types of tort claims varied from $14,000 for auto torts19 to about $140,000 for medical malpractice claims20 involving major personal injury and about $200,000 for aviation-related tort claims.21 These estimates include costs incurred by both plaintiffs and defendants but exclude such other costs as for courts. Supposing that a dramshop claim would be somewhere within the high and low figures, one or two dramshop claims may be about as productive as the $10 million in police spending for encouraging bars to add a service for dealing with intoxicated patrons.
We did not perform a full cost-benefit analysis of the effect of steppedup criminal enforcement versus implementation of tort liability. Although tort appears to be more productive in this context in influencing the behavior of bar personnel, the added police expenditures would also have many other potential community benefits on alcohol control (for example, controlling drunk driving on the roads) and other types of conduct that we did not measure.
VI. DISCUSSION
We find that laws and public policies affect risk perceptions of bar owners and managers; their actual experience with the law and some risk perceptions, in turn, affect precaution levels. The results are particularly good for tort.
Although the study of risk perceptions allows one to probe into the black box of decision making, there is always a chance that risk perceptions do 498 THE JOURNAL OF LAW AND ECONOMICS tort relative to other forms of law and regulation. However, the theoretical analyses of tort as a deterrent are quite optimistic about its effects.27
Although tort has several goals-compensating victims, providing retribution, and furnishing information for injury victims-its main goal is to influence incentives for care and thereby reduce the rate of accidents. Conceptually, the negligence standard is to be set at the point where the marginal cost of prevention and the marginal benefit of loss averted meet. Once the negligence standard of care is set, under a well-functioning system, there should be no negligence and no need for liability insurance.
Reality clearly conflicts with this prediction. Measured against this tough standard of eliminating the need for liability insurance and lawsuits, tort is clearly a failure. Accidents are frequent. Intoxicated drivers cause many motor vehicle accidents, Tort is under attack from many quarters, ranging from firms that face the danger of being named in lawsuits to legal scholars who base their arguments in large part on the high cost of litigation, the slowness with which the system operates, the comparatively few injury victims who are compensated, and the variability of results from the judicial system, both in determining liability-enforcing the negligence standardand in setting damages.28 Variability in results is not only unfair but may interfere with the signals tort transmits to a party in a position to undertake precautions.
Although the effectiveness of tort as a deterrent in any one area may not generalize to others, the accumulation of evidence on the deterrent effects of tort in a number of fields may ultimately help societies decide whether to enhance or, alternatively, curb its use. Favorable findings from previously conducted studies on tort as a deterrent of motor vehicle fatalities in general, and of dramshop liability in particular, encouraged us to conduct this more detailed investigation. To our knowledge, our study is the first one to conduct a national survey of commercial servers of alcohol with reference to the actions they take (or do not take) to deter alcohol abuse.
States have varied in the extent to which they have implemented tort laws for regulating drinkers, drivers, and bartenders. Yet the most consistent pat-tern of our findings is in the effectiveness of tort in deterring commercial servers from engaging in unsafe practices in serving adults. Given our results, and those of past studies, there is a strong rationale for relying on tort law as a method for controlling excessive alcohol use. Commercial servers of alcohol are not unique in opposing tort as another complicating factor in operating their businesses. However, the public interest appears to outweigh such arguments.
